By ALFRED 1. JACOBS

Investment Programs and Sales Expectations for 1971

Businezsmen a3 a group are soheduling
rising oiitlays for new plant and equip-
ment during 1971, For the yvear as a
whole, they expect to spend 4.3 percent
mors than in 1970, Expeetations by in-
dustry groups, however, show a mixed
pattern with most of the increase sched-
uled by nonmanufacturing industries.
Businessmen  generally  expect  larger
z=ales advances this year than in 1970.

BUSIHEESMEH are budgeting out-
lays of $83.1 billion for new plant and
equipment in 1971, according to the
survey conducted in late January and
February by the Office of Business
Economics and the Securities and Ex-
change Commission.! The 1971 ex-
pectation is 4.3 percent above the §79.7
billion spent in 1970, compared with
actual increases of 5.5 percent in 1970
and 11.5 percent in 1969,

The sales expectations reported with
the investment expectations indicate
that businessmen generally expect
larger sales advances this year than in
1970. The increase of 7% percent by
manufacturers compares with a 1%
percent rise in 1970, At this time a vear
ago, they looked to a 6 percent gain for
1970. Retailers look for an 8 percent
advance in sales this year against a 4
percent increase in 1970, Wholesalers

I The sxpéctations figures have been ndjusted for syste-
mathe binses (footnote 2, table 8. Belore ndjustmment, 1071
exponditures wern expecbed 1o be $81.33 Wilon Tor all Indias-
LEies, 830,71 hillion for manufacturing, and 249,62 Wilion for
torimannu facturing. The adjustmen ks wore applicd separately
lo cach major industry; thelr net eMect was (o ralse the
munfacturing tatnl by $0.8 billion amd the nonmana-
lneturing total by $1.68 bilian,

expect a 4 percent inerease, the same as
lust year’s. Utilities expect a stronge rise
of 10% percent in revenues this vear,
somewhat larger than last year's
advance.

Investment expectations for 1971 by
industry groups show more of a mixed
pattern than they did a year ago when
most industries were scheduling in-
ereases. Many industries are now pro-
graming declines in expenditures for
new plant and equipment in 1971 and
only about a half dogen major industry
groups are expecting a larger year-to-
year expansion or are scheduling smaller
cutbacks than those achieved from 1969
to 1970,

Reductions are planned by airlines
and many manufacturing industries.
The airlines expect to cut spending
more than 20 percent from the 1970
figures; more moderate reductions are
planned by manufacturers of primary
metals, transportation equipment, tex-
tiles, paper, and rubber. Industries
currently scheduling appreciable in-
creases include petroleum (6 percent)
communications (10 percent) trans-
portation other than railroads and air
carriers (13 percent), and electric
utilities (22 percent).

Expenditures in the fourth quarter
were 4 percent below the third; the
decline, which was widespread, was due
in part to reduced purchases of motor
vehicles during the General Motors
strike. Spending in the first quarter is
expected to be at a seasonally adjusted
annual rate of $80.6 billion, up $2
billion from the fourth quarter. Spend-
ing is scheduled to move to a rate of
$82.5 billion in the second quarter and
to a rate of $84.4 billion in the second
half. The first quarter rise centers in

public utilities and the communications-
commercinl group, but the expected
increases later in the year are fairly
widespread.

Spending in the fourth quarter was
at an annual rate of nearly $3 billion, or
4 percent, lower than expected in the
survey taken last November. The short-
fall was of the same relative magnitude
in both the manufacturing and non-
manufacturing sectors. The current
expectation for the first quarter is 1
percent below the expectation as of last
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November, with the reduction centering
in manufacturing. However, the ox-
pectation for the second quarter has
been revised up 1 percent.

Realization of 1970 programs

The year 1970 was one of suecessive
cutbacks in investment programs. At
this time last year, businessmen oex-
peeted gpending to rise nearly 10 percent
from 1969 to 1970, with both manu-

SURVEY OF CURRENT BUSINESS

facturing and nonmanufacturing show-
ing increnses of about that sige. As the
year progressed, however, the invest-
ment expectations of the two industry
groups diverged.

Ag industrial production continued to
decline and sales fell below expectations,
manufacturers made suceessive redue-
tions in investment plans; the sharpest
reduetion oeeurred between the Febru-
ary and May surveys. In both the
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durable and nondurable goods groups,
expenditures turned out to be well
below earlier expectations. Three indus-
tries ran mildly counter to the trend:
motor vehicle producers cut expendi-
tures a littla less sharply than they had
originally planned and food and paper
producers inereased expenditures in line
with their February projections.

In the nonmanufacturing group, there
wers offsetting adjustments among com-
ponent indugtries in the realization of
1970 investment programs, Airline,
eommunication, and mining firms raised
their investment sights during the year,
Public utilities and commercial firms
spent a little less than initially planned,
while railroads and other non-air trans-
portation earriers made substantial cut-
backs in their programs.

Manufacturing Investment
Programs

Manufacturers plan to spend $31.9
billion on new plant and equipment in
1971, fractionally less than in 1970.
Durables producers project a 2.5-
percent decline and nondurables pro-
ducers a 1.9-percent rise. Both groups

Table 1.—Plant and Eq:gﬂnwnt Expendi-
tures, Annual Percent Changes 1967=71
Actual Ex-
pacted
I
1967 | 1068 | 190 1670 | 1071
All Inclusiries '... .. ... 3.1 3.6 | 1.5 5.5 1.4
Manufacturing °.... ... Ll | —6 | 1.7 8 -1
Drurablo goodsi..... | 4180 | —Lo0 | =&
Primary metals...] @0 4.4 [—LB .3 | =lhB
pcirical
machinery...... LA 4.0 | 1.4 1L 8 | #
ex
ir -WDT a4 | —3.8 | 2.1 1.0 =] {}
‘Transportation
equipment. ..... —&4.0 | —8.8 | 1.5 —12.2 [ —&8
Htomn, clay, and
ElBas a1 T [—10.T7 | 280 | —T.8 1.7
Nondurable gooda i, 22 | —1.4 | 13 48 1.0
Food incladi |
beverngo. “‘ wee] —ul 50 |17.8] 0.4 i
e 4 | I — L e P T e e —4_§
15 11 82 —1Ed4 | 1B 44 | =T
Chombeal...eo... ] =01 | =78 | ®4| 1L0 [N
Petroleam. ... 8a 9| v.3| =12 5D
Rubber....... L1 % 483 | 10,2 |=13.7 | 105
Monmanulneturing €T 6.8 | 1.4 E.d T4
MIning..... 0 | —1.4 | 182 1.4 ]
oS pmwns s nana ol 1 [—EED | 955 | —LB a0
Alr transportation. .| 8L4 [ 120 |—21 | 27| -
Olher ranspor- |
EthOn. .cinue =100 | T4 2 |—2r.2 | 134
Publio utilitles. . 1.7 | 168 | 1.0 13.2 | 175
Commuonieation.....[ 58| 7.6 |28 204 0.3
Cenmumeroin] mncd |
other___........ 8| 27| B0 54 4.8

1 Includes indostries not shown separataly.

Baoirens: 1.8, Department of Commeres, Office of Business
Reanomies, nd Lhe Securltles and Exchange Comimission.
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sxpect some increase in second half
spending over the first half.

Within the durable goods group,
major cutbacks are programed by pro-
ducers of steel, nonferrous metals, and
aircraft. The primary metal producers,
whose spending was little changed from
1969 to 1970, projest a 10-percent
decline this year. In the case of the air-
craft producers, expectations are for a
third consecutive year of retrenchment.

Electrical machinery, nonelectrical
machinery, and motor vehicle manufac-
turers plan spending in 1971 lLttle
different from last year. In 1070,
electrical machinery producers had in-
crensed outlays 12 percent but spending
by the other two industries had shown
no growth. The stone, clay, and glass
group (primarily suppliers of building
materials) plans to increase spending
moderately this vear,

Among nondurables, the chemical,
petroleum, and food industries expect
to spend about 5 percent more in 1971
than in 1970. Spending by the food and
chemical industries expanded substan-
tially in both 1969 and 1970. Petroleum
firms' outlays were unchanged in 1970
after a modarate rize in 1969. Their
expected 1971 increase centers in crude
production and transportation facilities
{see table 3).

A number of the industries in the non-
durables group plan cutbacks. Paper

Tahle 2. —Business Sales, Annual Percent
Chamges 1970 and 1971

1670
1871
Ez-
Ex- Actual | pected
pected
Manufnciuring indusiries 1__ . 6. 1.6 7.8
Durahle goods 1., __. [ -0 B
Primary metals. . [N -0 7.8
ﬁlﬂwml mﬂllmt]r e &: 1.|.|. 7.1
mahin opl &lpa %
‘Trans lﬁl?ngipt . S
i S 17| =K% N
Btofin, vu'l.l.g.r l.l1.d glaaa. . L] 7 0.9
hthrﬂ.bhguodil......... a0 8 7.0
Faod inclading hoverags__ a1 74 4.8
;[‘ea:'cllm...'.u.E ;; -l;u 7.8
*iijher ; o 1L 10
Chemical......... 8.0 (] 7.0
Patrolowm............ 5 .0 B0
T 7 7.8 B8 A
Trade .. .8 14 .5
Whalesale........ 4.7 4.2 43
Matatl o . .2 4.8 a0
Pablic atlliles_.._....... ... 7.7 0.8 i

1. Inehudes Industrlos ot shown separately.

Bowree: U8, Department of Commeree, Oflies of Business
Emnumim, anid the Beouritles and Ezxchange Commission.
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manufacturers plan to spend 15 pereent
less this year than last. Their expendi-
tures have followed an irregular pattern
—a moderate 4-percent gain in 1970, &

Table 3 —Fetroleanm Industry Expenditures
for Mew Flant and Eguipment by Fune=
tiom, Actual and Expected 1969-T1

Acual | |

| peated | Porcent
1080 | 1070 | 1871 | chango
| |mu-n

{Biillons of dollre)

Total...... b, 63 I.l3| b.86
Production . .. 208|218 2 37
Transpartation . . ] 8| D) L.l 8
Huofining und ]rdmlirtlllc:-nh 1.81 | 4D L.ad 4.8
Markoting.. S| LD 1.0 =§.1
Other.......... 6| .| .Ta| BB
+ Thin ey rlml ﬂlzumi for expectations are adjusied for
sfﬂ.vurrml. 1] erl npensEnry; sdjustiments nre &) 'I!bd

saparatoly l.u uiutlﬂllurﬂ for each Tunciion, Beforo

mant expenditures for 1971 were expected to ba 56,23 bil imn
tha net effect of the ndjustment for this year wos (o Jower
tha totnl by $0.5 billion,

Beuroes: 7.8, lilupm-l.mmt ol Commeree, OfMics of Business
Economics, and the Becurlties and Exclinnge Comomiasdon.

20-percent gain in 1969, and a 15-per-
cent cut in 1968. Textile and rubber
companies plan to continue the redue-
tions initinted last year.

Starts of projects decline

The value of investment projects
started by manufacturers, which has
been declining since late 1969, fell again
in the fourth gquarter of 1970, Starts
dropped 5 percent to a seasonally ad-
justed quarterly rate of $6.9 billion,
nearly 25 percent below the high re-
corded in the third quarter of 1969, For
1970 as a whole, starts amounted to
$20.2 billion or 85 billion less than in
1969,

The fourth quarter decline was en-
tirely in the durable goods group, where
the drop amounted to 17 percent. An
extremely sharp decrease was reported
by primary metal companies, with other
durable goods industries, except elec-
trical machinery, showing declines or
little change. Starts by electrical ma-
chinery producers increased substan-
tially but were still well below the high
reached in the third quarter of 1968,
Total starts by durable goods producers
were $14 billion in 1970 compared with
$16.8 billion in 1969,
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Starts by nondurable goods producers
rose moderately to $4 billion in the
fourth quarter but were nevertheless
nearly 10 percent below the high
reached a year earlier. The mcrease
was attributable to a very strong
showing by the paper group and a
moderate rise for chemicals. Starts by
nondurable goods producers totaled
$15.1 billion in 1970, compared with
$17.2 billion in 1969.

Carrvover of manufacturers’ invest-
ment projects, ie., expenditures still
to he ineurred on projects already
underway, totaled $21.2 billion at the
end of December 1970, $800 million
less than at the end of Saptember
and %2.5 billion less than a year earlier.
The vearend earryover was equal to a
rate of 2.74 quarters of expenditures
at the fourth quarter's seasonally ad-
justed rate. This compares with 2.93
quarters s yvear earlier.

Durable goods manufacturers re-
ported a further decline in earryover
in the fourth quarter, to 811 billion
ot yvearend. This was 800 million below

Manufacturers' Evaluation of
Existing Capacity*
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September nnd §1.7 billion below De-
comber 1988, Cnrryover by nondurable
goods manufacturars held steady in the
Pourth guarter at $10.2 billion, down
$0.8 billion from December 1965,

Copacity eveluntion, vearend 1970

Mannfocturers’ yemrend evaluntion
of the adegquacy of their fncilities indi-
caled nslight reduwction from 3 months
carlier in the need for more facilities.
Companies owning 40 percent of
fixed assets in manufecturing reported
that they needod more {acilitios, s
against 41 percent in September and
46 poreont at the end of Decomber 1989.
A record of 51 percont was resorded in
March 198¢. The decline during 1970
occwrred in both durables and non-
duorables. Contrary to the general trend,
the petvoleum industry tocordsd o
substantinl incronss during the year in
the proportion of facilities regarded as
incdequate.

SURVEY OF CURRENT BUSINESS

The proporéion of durnble goonds
pri<lucers reporting inadequate faeili-
tizs decrensed to 31 percent at the end of
Decembor {from 33 percent in Septem-
ber and 39 percent o year earlier.
Declines during the forth quarter wers
pervasive through the durable goods
industries but were pacticularly sharp
in primary metuls. The “inadequate”
prepertion for nendurables manufeotur-
ing rose modestly in the quarter, with
the incranses centered in the chemical
industry.

Companies reporting plant and equip-
ment M cxcess of current and nen-
torm: ueed accounted for T percent of
fzed a=sets at the end of Desomber,
compored with 8 peroent of the end of
September and 5 pervcent ot the end of
190%. Facilities viewed as “sbout ade-
quate” Jor 1971 production veguire-
ments represented 53 percent of manu-
factarers’ fixed assets as of Decomber
31, up from Saptembar and from o year
aarlier.

Muarch 1871

Nommanufacturing
Investment

The nenmanuiacihing group of in-
dustries projoct a rise of T4 percent in
1971 eapital expenditures as comparad
with a 9-percent incrense in 1970,

Spending by the public utilities has
shown the strongest growih in the non-
manufscburing group in recent yeors
and is setting the pace for 1971 s well,
Outlays of $156.4 billion are planned—
e inoresse of $2.3  billion, or 17Y
peveent, aver 1870. Spending inoressad
about 13 peroant in both 1969 and 1970.

As in 1970, the pgrowth this year
conters in eslsstric power companiss,
which axpect to spend $13 billien na
agoeinst $10.6 billion in 1%70; pas and
other utilities expect a cuthack Lo $2.4
billien from $2.5 hillion last yeer. Bath
groups axpact & slight rise in expendi-
tures in ths second haif of 1971. Data
fram Efecirical World indicato that two-

thirds of the proposed incraaze in spand-
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ing this year by the eluetrio utilities
will be for generating aquipment; trans-
mission and locsl distribution projests
necount for the bulk of the remaindar.
Storts of now projects by utilities
resched a record $4.9 billien in tha
fourth guarter, and the corryover of
funds yat to be expended incressed
$1¥% billion to 524X billion. This amount
roprogents 7.2 quarters of expenditures
at the fourth querter rate—up from
8.9 quartars a yaor aavliar.
Cammunications Brmz are alse sn
slement of strength in 1071, with ox-
penditures expected to be up 10 per-
cent from 1970, At this tima last yoar,
they expected o L15-percent rise for
1870; the actusl Tise turned out to be
22 pereont—a situntion exnetly dupli-
oating tho 1969 oxporience. Expendi-
tures are nxposted to decline a little in
the secand hell from the first half rate.

SURVEY OF CUBRENT BUSINESS

The "*eommersial and sthar group—
trnde, services, construction, finence
and insurpnce—now oxpects & 4 per-
oent increase in expenditures from
1970 te 1971, about equal to the rise
last yenr. All component groups ex-
cept retell trade and construction
plan incresses Ghis yeor.

Transportation trends mived

Railroads are planping o modost
inerease of 234 percent to $1.8 billion
in 1971, Expenditores fell 414 percent
last yanr, sven though the expeetnbion
reported et this time n yent ago was for
o 2Ll-percont rise. The 1970 dacline
was in road expenditures; equipment
axpenditures vose 4 percent. Ifor 1971,
road expenditures are scheduled to in-
creass more than 28 percent while

19

equipmant investment i= to be roduced
moederately. The number of freight cars
on order at the end of 1970 wo= only
about three-filths the number a year
earlier.

Airlines plan o spending cut of 22
percent in 1971, following an incrensg
of equel magnitude last year, The shilt
reflect= in poart the sherp deteriotation
in enrnings in 1970, which has vesulted
in cuthacks or postponements i jumbo
jet programs. Expenditures by other
types of transpartation companies show
b Teverse pottern to the girlines. Thesa
carriers expect n 13-percent rise this
year, compared with a 27-percont de-
cline last year. Pipelines and water
transportation compauies account for
the projected 1971 vise in investment,
while treoking firms nccounted for she
1970 suthnck.
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